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SUBJECT: GOA IMPLEMENTS NEW FINANCIAL MEASURES 
PASS TREASURY, COMMERCE 

1 . MAY 7, GOA IMPLEMENTED SERIES OF NEW FINANCIAL MEASURES 
(CENTRAL BANK CIRCULARS B-1350 THROUGH 1358.) MAJOR CHANGES 
CONTAINED IN THESE CIRCULARS AS FOLLOWS: 

- - - CIRCULAR B-1351 ESTABLISHES EMERGENCY TAX ON LOANS 
GRANTED BY COMMERCIAL BANKS AND OTHER FINANCIAL INSTITUTIONS. 
TAX RATE IS 8.5 PERCENT SEMI-ANNUALLY (17 PERCENT P.A.). ALL 
LOANS AND DISCOUNTS SUBJECT TO TAX WITH A FEW EXCEPTIONS, 

I.E. PERSONAL AND FAMILY LOANS, CERTAIN HOUSING LOANS, 

EXPORT FINANCING ETC. TAX IN EFFECT THROUGH 12-31-77 ALTHOUGH 
EXECUTIVE EMPOWERED SUSPEND IT ANY TIME AFTER 1-1-77. (NOTE: 
PRIMARY PURPOSE OF NEW TAX IS TO RAISE REVENUE IN EFFORT 
REDUCE FISCAL DEFICIT.) 

- - - CIRCULAR B-1352 ESTABLISHES NEW SYSTEM FOR INDEXING 
FINANCIAL DEPOSITS AND LOANS. UNDER CIRCULAR, COMMERCIAL 
BANKS AND OTHER FINANCIAL ENTITIES AUTHORIZED TO RECEIVE, 

FOR THEIR OWN ACCOUNT, TRANSFERABLE ADJUSTABLE FIXED 
TERM DEPOSITS. INDEXING OF DEPOSITS WILL BE BASED ON 
MOVEMENT OF NATIONAL ADJUSTABLE BONDS. (THESE BONDS ARE 
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ADJUSTABLE DEPOSITS GUARANTEED BY CENTRAL BANK. INTEREST 
RATE SET AT 2.25 PERCENT FOR DEPOSITS OF SIX MONTHS TO 
2 YEARS; 2.75 PERCENT FOR DEPOSITS OF 2 YEARS OR MORE. 

INTEREST TO BE PAID SEMI-ANNUALLY ON AMOUNTOF ADJUSTED 
DEPOSIT. BANKS AND FINANCIAL ENTITIES MAY USE NEW ADJUST- 
ABLE DEPOSITS WHICH THEY RECEIVE FOR MAKING LOANS TO 
PRIVATE SECTOR COMPANIES FOR MAINTENANCE AND EXPANSION OF 
PRODUCTIVE CAPACITY AND FOR LOANS TO INVESTMENT BANKS AND 
FINANCE COMPANIES FOR CAPITAL GOODS INVESTMENT. PRINCIPAL 

AND INTEREST ON LOANS ALSO INDEXED ACCORDING TO MOVEMENT 
OF NATIONAL ADJUSTABLE BONDS. FINANCIAL ENTITIES PERMITTED 
CHARGE UP TO MAXIMU 8.25 PERCENT INTEREST ON LOANS UNDER 
2 YEARS; 8.75 PERCENT INTEREST FOR LOANS OF 2 YEARSHAR MORE.D 
(NOTE: UNDER DECREE, FINANCIAL ENTITIES RECEIVING INDEXED 
DEPOSITS AND MAKING INDEXED LOANS FOR THEIR OWN ACCOUNT; 

A STEP AWAY FROM DEPOSIT NATIONALIZATION SCHEME 
IMPLEMENTED BY PERONISTS.) 

- - - CIRCULAR B-1353 MODIFIES CERTAIN LEGAL INSTRUMENTS 

TO FACILITATE INDEXING OF MORTGAGES AND CHATTEL MORTGAGES. 
DECREE ALSO PERMITS FINANCIAL ENTITIES TO INVEST. TEMPORARILY, 
IN ADJUSTABLE GOVERNMENT BONDS AS NECESSARY TO COVER 
PERIOD BETWEEN RECEIPT CENTRAL BANK CREDIT LINE 
AND CORRESPONDING LOAN TO CLINET. 

- - - CENTRAL BANK CIRCULAR B-1354 AUTHORIZES FINANCIAL 
ENTITIES TO UTILIZE ADJUSTABLE DEPOSIT RECEIPTS TO INVEST 

IN NATIONAL ADJUSTABLE BONDS. INVESTMENTS TO BE TEMPORARY 
UNTIL RESOURCES CHANNELED TO PRIVATE SECTOR LOANS INDICATED 
IN CURCULAR B-1352. NOTE: CIRCULAR RECOGNIZES FACT THAT 
INDEXED LOANS INITIALLY MAY BE DIFFICULT TO PLACE AS 
ECONOMY DEPRESSED AND FINANCIAL OUTLOOK UNCERTAIN.) 

- - - CENTRAL BANK CIRCULAR B-1355 STIPULATES THAT EFFECTIVE 
MAY 10, NON-TRANSFERABLE FIXED TERM DEPOSITS, AS WELL AS 
TRANSFERABLE CERTIFICATES OF DEPOSIT, MUST BE RECEIVED BY 
BANKING SYSTEM FOR TERMS OF AT LEAST 30 DAYS MORE. 

ONLY NON-INDEXED DEPOSITS AFFECTED. FINANCE COMPANIES 
MAY NOT HAVE MORE THAN 30 PERCENT OF TOTAL OF THEIR FIXED 
DEPOSITS FOR TERMS LESS THAN 90 DAYS. 

- - - CCIRCULAR B-1357 MODIFIES PARTIALLY REGULATIONS PRO- 
HIBITING FINANCIAL ENTITIES FROM EXTENDING LOANS, OR 
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GUARANTEES, TO COMPANIES HOLDING ADJUSTABLE GOVERNMENT 
BONDS IN THEIR PORTFOLIO. 

UNDER NEW CIRCULAR, LOANS PER- 
MITTED PROVIDING COMPANIES' ADJUSTABLE BOND HOLDINGS 
DO NOT EXCEED 25 PERCENT OF VALUE OF LOANS FROM ALL LOCAL 
FINANCIAL SOURCES. 

- - - CCIRCULAR B-1358 SETS LIMITS ON LOANS FINANCIAL 
ENTITIES ALLOWED TO GRANT BASED ON USE OF NATIONAL 
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ADJUSTABLE BONDS AS COLLATERAL. UNDER THIS CIRCULAR, 

FINANCIAL ENTITIES ALLOWED LEND 60 PERCENT OF VALUE OF 
ADJUSTABLE BOND BASED ON PREVIOUS DAY'S STOCK MARKET 
QUOTE. UNDER PREVIOUS REGULATIONS, FINANCIAL ENTITIES 
COULD LEND 90 PERCENT OF BOND VALUE, CREATING CONDITIONS 
FOR HEAVY SPECULATION IN THESE INSTRUMENTS. 

2. COMMENT: THIS PACKAGE OF FINANCIAL MEASURES REPRESENTS 
SIGNIFICANT STEP TOWARD INDEXATION OF LOCAL FINANCIAL 
MARKET. OTHER IMPORTANT GOA OBJECTIVES INCLUDE INCREASING 
TAX REVENUES, REDUCING SPECULATION, RE-ORDERING FINANCIAL 
MARKETS AND IMPLEMENTING POSITIVE INTEREST RATES. 

GENERAL DIRECTION OF CHANGES CLEARLY FAVORABLE. HOWEVER, 

IT'S STILL TOO EARLY TO SAY HOW IMPLEMENTATION WILL WORK 
OUT IN PRACTICE* 

HILL 
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